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The two April meetings held in Washington, 
both dedicated to global defense, are evidence 
of the worldwide interdependence of govern- 
ment and industry; 

—the NATO Council of Ministers, conven- 
ing at the mid-point of NATO’s 20-year treaty, 
and 

—the 17th Biennial Congress of the Inter- 
national Chamber of Commerce, for 40 years 
representing the world’s great industrial, com- 
mercial and financial enterprises. 

This issue of THE GENERAL ELECTRIC 
DEFENSE QUARTERLY delves into the 
implications of the worldwide partnership 
needed for global defense—to include the 
relationships maintained between the United 
States and the nations of the Free World, the 
problems that have been faced and solved, plus 
those to be solved . . . the part private enter- 
prise must contribute, the relationships be- 
tween trade and defense. 

To put the total defense effort in perspec- 
tive, we have invited Henry Cabot Lodge, 
United States Representative to the United 
Nations, to discuss what is required of nations 
and individuals, and the role of the United 
States. From a statesman’s vantage point, Mr. 
Lodge etches the pattern of the Communist/ 
Free World struggle, and identifies the realm 
in which our greatest advantage over Com- 
munism lies. 

To find the specific role of the United States 
armed forces within this interlaced pattern of 
international relationships, we have gone to 
John N. Irwin, II, Assistant Secretary of 
Defense for International Security Affairs. 
Within Mr. Irwin’s text we find the key word, 
“integration,’’ repeated and interpreted as it 
relates to nations and pacts, policies and 
peoples. 

To understand better the viewpoints of 
other nations on this Free World team, we 
have invited contributions from West Ger- 
many’s and France’s defense ministers: Franz 
Josef Strauss and Pierre Guillaumat. Both 
messages urge international approaches to de- 
fense problems; issues range from economics 
to weapons, from Africa to Berlin. 

As for industry’s role in so complex a 


Global Defense 





struggle, the responsibility of private com- 
panies obviously must go considerably beyond 
the basic research, development and produc- 
tion of weapon systems required by the gov- 
ernments they serve. Here, we have turned to 
Frank Pace, Jr., President of General Dy- 
namics, and W. R. Herod, President of Inter- 
national General Electric. 

For an outside appraisal of the net results 
of today’s global efforts, as seen by a profes- 
sional military-business journalist, we invited 
analysis by the Wall Street Journal’s aviation 
editor, Richard Cooke. 

To evaluate the effectiveness of global de- 
fense, we can analyze two vital factors: 

1. Effective organization of the Free World: 
the physical assets and capabilities of our team, 
as contrasted with those of aggressive world 
Communism. 

2. The power behind the Western partner- 
ship: our effectiveness in applying the princi- 
ples of freedom and the free enterprise system 
in providing global defense . . . as opposed to 
the effectiveness of the Soviets in applying 
dictatorial force in striving for world domina- 
tion. 

Point one is tangible, organizational and 
relatively easy to measure in terms of alliances, 
military strengths, gross national products and 
volumes of world trade. 

Point two is at least equally important, but 
is considerably more difficult to measure. It 
gets at the basic philosophical difference which 
separates democracy from dictatorship: can 
military and economic superiority be gained 
more effectively through the efforts of a free 
society or through authoritarian control? 

As applied to the free enterprise system, 
freedom is not an academic platitude. Directly 
the opposite of centralized control, freedom is 
the energizing force behind Free World de- 
fense—the common denominator for nations 
developing and producing together for mutual 
security and survival. 

This difference or natural advantage enjoyed 
only by Free World industry was emphasized 
in a recent address by Philip D. Reed, Chair- 
man of General Electric’s Finance Committee, 
(Continued on page 34) 


The heavy burden that falls on the United 
States in the councils of the United 
Nations falls first of all on Henry Cabot 
Lodge. In the UN, Mr. Lodge serves the 
USA as diplomat, parliamentarian, and 
spokesman. In his six-year tenure at the 
UN, he has participated in significant 
world events ranging from the end of 
the Korean war to the Hungarian revolt 
and last year’s crisis in Lebanon. 

On arrival at the UN in 1953, Mr. 
Lodge brought with him a distinguished 
and diversified background: journalism 
(with TIME Magazine, The BOSTON 
TRANSCRIPT, and The NEW YORK 
HEARALD-TRIBUNE), government in the 
Massachusetts Legislature and the 
United States Senate, and military 
service in the U.S, Army. He became the 
first senator since the Civil War to 
resign his seat for service in the armed 
forces. 

In his capacity as United States 
representative to the UN, Mr. Lodge 
holds a seat in the Eisenhower cabinet. 
He also continues his military activities, 
holding a Brigadier General's com- 
mission in the Army Reserve. 











THE UNITED NATIONS: 


Soviet Strategy 
and the Strategy of Freedom 


by Henry Cabot Lodge, United States Representative to the United Nations 





Mr. Lodge addresses an emergency night session of the General Assembly during the 1954 Hungarian crisis. 


It is possible to conquer the more powerful- 
enemy only by exerting the utmost effort, and 
by necessarily, thoroughly, carefully, atten- 
tively and skillfully taking advantage of 
every, even the smallest “‘fissure’’ among the 
enemies, of every antagonism of interest 
among the bourgeoisie of the various coun- 
tries, among the various groups of types of 
bourgeoisie in the various countries; by 
taking advantage of every, even the smallest 
opportunity of gaining a mass ally, even 
though this ally be temporary, vacillating, un- 
stable, unreliable and conditional. Those 
who do not understand this fail to under- 
stand even a grain of Marxism and of 
scientific, modern Socialism in general. 


Lenin, “‘Left-Wing Communism, 


an Infantile Disorder’’ (1920) 


Turgid and heavy-fisted though it is, this 
famous passage of Lenin’s expresses (with a 
frankness long since abandoned by his heirs 
one of the basic maxims which still guide 
Soviet Communist world strategy: Divide and 
conquer. 

Soviet diplomacy and propaganda put this 
old battlefield rule to daily use. The peaceful 
solution of a Free World dispute may be a cause 
for rejoicing elsewhere, but in Moscow it is a 
signal to blow on the dying embers. Recently 
we saw the truth borne out in the Cyprus 
affair, which was no sooner brought to the 
point of solution after five years of delicate 
diplomacy than Moscow began to tell the 
people of Cyprus they were being “‘stabbed in 
the back.”’ 

Obviously the leaders of world Communism, 
although their theory speaks of “‘contradic- 
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“The Soviets exploited the atomic bomb is: 


tions’”’ in the opposing camp “inevitably” 
leading to proletarian revolution, know per- 
fectly well that if they held aloof there would 
be nothing inevitable about it. They are busy 
all the time promoting “contradictions,” hop- 
ing thus to give a decisive push to the so-called 
“inevitable.” 

But as often as Moscow and Peiping seek 
to divide and conquer, the threatened nations 
obey a maxim equally old: “‘United we stand.” 
Experience at the United Nations bears this 
out. 


The Middle East, 1956-58 


In no part of the non-Communist world have 
revolutionary events, with all the hatred and 
fear they generate, given the Soviet Union, 
that “‘scavenger of revolutions,’’ more oppor- 
tunities than in the Middle East. 

When the Suez crisis broke out in October, 
1956, simultaneously with the Hungarian re- 
volt, the Soviets did their best to pose as the 
defender of Arab nationalism against ‘““Western 
imperialism.’”’ They even invited the United 
States to join with Soviet troops in intervening 
in Egypt—a grotesque proposal which we 
rebuffed immediately. 

Meanwhile the attack on Egypt was imme- 
diately and vigorously opposed by American 
diplomacy and by the overwhelming majority 
in the United Nations. The United Nations 
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quickly assembled and dispatched an Emer- 
gency Force, containing no soldiers of any 
great power, to maintain quiet in the area 
and thereby secured the withdrawal of the 
attackers. 

There were few things the Arab leaders 
desired less in any case than to be “‘helped’”’ 
by troops of the Soviet Union—who were at 
that very moment “helping’”’ Hungary with a 
blood bath. Moscow’s maneuvers may have 
aimed at widening the breach among the free 
nations, but history may record that they 
actually caused it to heal more quickly. 


A Phony Crisis 


A year later, there being no real crisis in the 
Middle East, Moscow concocted a phony crisis. 
On September 10, 1957, just before the opening 
of the United Nations General Assembly, 
Soviet Foreign Minister Gromyko called a 
press conference in Moscow to announce the 
discovery of an “‘American plot,’ in collusion 
with Turkey, to overthrow the government of 
Syria (a country to which Moscow had been 
sending large supplies of arms). The propa- 
ganda buildup proceeded steadily. By October, 
Mr. Khrushchev was threatening: ‘When the 
guns begin firing, the rockets can begin flying.” 

The whole question was thoroughly debated 
in the United Nations General Assembly. The 


A renewed ‘open sky"’ proposal for the arctic region was presented to the Security Council in 1958. With 
their veto, the Soviets killed the plan, which would have offered them even further insurance against the 
surprise attack they professed to fear. 











b\ issue in all its variations.” 


Soviet charges were so thoroughly discredited 
that the resolution embodying them was not 
even brought to a vote. Within a few months 
Syrian leaders, in evident fear of seeing their 
country taken over by the Soviet Union, 
brought about a merger with Egypt in the new 
United Arab Republic. Thus Moscow’s attempt 
to “divide and conquer”’ produced more unity 
than had existed before. 


Then came 1958 and the troubles in Lebanon 
and Jordan. In July the Government of Leb- 
anon—for months the scene of civil strife 
evidently aided from neighboring Syria 
requested President Eisenhower to send Amer- 
ican troops to help preserve its independence 
and integrity. The President responded to the 
Lebanese call, as did the British government 
in the parallel case of Jordan. We then asked 
the Security Council to authorize United 
Nations action—including the sending of 
armed contingents—which would make possi- 
ble the withdrawal of our troops and the 
removal of danger to the integrity of the two 
threatened countries. The Soviet Union 
promptly vetoed this proposal. 


During this whole period the Soviet line was 
to try to prevent the United States from going 
to the aid of a small and threatened country, 
Lebanon—even though the lawful Lebanese 
government asked us to do so—and to take 
the credit when we withdrew. 


But again that strategy failed. The General 
Assembly met in emergency session. President 
Eisenhower appeared before it and proposed a 
series of steps to enable our troops to withdraw 
and to help the countries of the Middle East 
toward peace and economic betterment. Then 
the Arab countries themselves proposed a 
peace plan which was unanimously adopted by 
the Assembly. The Soviets found so little sup- 
port for their resolution, which was aimed 
against the United States, that they withdrew 
it without a vote. At the end of October, on 
schedule, our troops were out of Lebanon and 
Britain’s out of Jordan. 

The Middle East remains a dangerous place. 
But the area has thus far been spared the worst 
tragedies—-major war and Soviet conquest. 
And the leaders of the region are increasingly 
aware of Soviet ambitions. 


* * * * * 


Nuclear Weapons and the Open Sky 


‘‘Ban the bomb!” “‘End the tests!’’—In the 
twelve-year debate on disarmament, with all 
its opportunities for striking virtuous attitudes, 


no Soviet slogan has been plugged more un- 
tiringly than these—and for obvious reasons. 
Each is short and simple. It plays on the fear 
of war. It could be used to make millions fear 
American power—and at the same time make 
them doubt American firmness. 

The Soviets exploited the atomic bomb issue 
in all its variations. Year after year they de- 
manded (with little or no mention of control) 
an end to its manufacture or its possession; a 
pledge not to use it; a pledge to destroy stocks; 
then, a pledge not to test it; and so on. 

To counter this Soviet thrust we needed a 
position which was both simple (as theirs was) 
and honest (as theirs was not). In the thicket 
of military technology and political mistrust 
the search for this combination was hard going. 

The United States has steadily improved its 
position. Much of this improvement has come 
from two striking United States proposals, both 
initiated by President Eisenhower and both 
reducible to a phrase. 

First, Atoms for Peace (December 1953). 

Second, The Open Sky (July 1955). 

When the President came to the United 
Nations in 1953 and proposed a world ageucy 
to spread the peaceful benefits of the atom, the 
world-wide response was electric. A new pros- 
pect appeared for co-operation across the dan- 
gerous gulf of the cold war. Ordinary people 
began to realize that the atom—until then a 
symbol of man’s death—could equally be 
‘consecrated to his life.’”” Faced with this tide 
of enthusiasm, Moscow (often mistakenly 
thought to be beyond the reach of world 
opinion) dropped its opposition and joined the 
International Atomic Energy Agency. 


America's Image Visibly Brightened 


By this one act the image of America, which 
Moscow had worked so hard to blacken, was 
made visibly brighter throughout the world. 


Then, in Geneva in 1955, President Eisen- 
hower put before the Soviet leaders his plan 
for an exchange of military “blueprints’’ and 
for mutual inspection against surprise attack 
by “aerial sentinels in an open sky’’—a tech- 
nique made possible by great progress in aerial 
photo-reconnaissance. In the United Nations 
resolution on disarmament that autumn, the 
Eisenhower plan was overwhelmingly endorsed. 

Like ‘‘atoms for peace,”’ the “‘open sky”’ plan 
was aimed only tangentially at “disarmament” 
as such. But its influence on the disarmament 
debate has been great. Through it world 
opinion came to realize more vividly than ever 
before that any mutual arms reduction plan 
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cannot work without some irreducible mini- 

mum of openness—no matter how repugnant 

ee openness may be to the Soviet Communist 

mind. 

At the root How valuable this progress was appeared in 

. April 1958, when Moscow launched still an- 

of Our stra tegic effort other of its periodic propaganda blitzes against 

the United States. This time they complained 

‘ that United States nuclear bombers were 

lies the search threatening peace by carrying out flights over 

oe the Arctic regions ‘in the direction of the 
Soviet Union.”’ 

for common Purposes The aim, clearly, was familiar—to raise walls 

of fear between us and our friends abroad, and 

° to undermine our will to maintain the defensive 

which can be translated nuclear shield on which Free World security 

rests. 

° ° 9” The Soviets brought the question to the 

into CcCOMmmon action. United Nations Security Council. This was a 

mistake. Not only did we explain clearly the 

so-called ‘fail-safe’? system which makes an 

accidental nuclear bombing of Soviet territory 

by the Strategic Air Command impossible. We 

also renewed our 1957 proposal that the ‘open 

sky”’ system be installed in the Arctic region. 

Thus the Soviets could further insure them- 

selves against the surprise attack they pro- 
fessed to fear. 

The Soviets killed our “Arctic Open Sky”’ 
resolution with their veto—but not until it had 
received world-wide notice and influential sup- 
port throughout the United Nations com- 
munity, including 10 of the 11 votes in the 
Security Council and the open support of the 
Secretary General. 

Thus the issue of inspection, with its larger 
connotations of openness and mutual tolerance, 
has been fairly joined. As President Eisen- 
hower said last August in the United Nations: 

“The nature of today’s weapons, the 
nature of modern communications, and the 
widening circle of new nations make it 


In New Delhi as an official guest of the Indian Govern- 
ment, Mr. Lodge talks with Defense Minister V. K. 
Krishna Menfn (left) and an unidentified government 
official. 4 





plain that we must, in the end, be a world 
community of open societies. 

“And the concept of the open society is 
the ultimate key to a system of arms con- 
trol we can all trust.” 


Strategy and Ideals 


At the root of our strategic effort, involving 
as it does many diverse nations and cultures, 
lies the search for common purposes which can 
be translated into common action. 

We trust that those common purposes exist 
and that there is, at the most elemental level, 
the common desire to prevent World War III. 
Presumably the Soviet Union—regardless of 
its global ambitions—will share this desire as 
long as it respects our military strength. 

There is also the common desire of non- 
Communist nations not to be conquered and 
not to be treated as Hungary was treated. 

There are common bonds in the impulse to 
relieve suffering, in the love of beauty and in 
the search for scientific and religious truth. 

And finally there is the powerful hunger for 
a better life which deeply affects the majority 
of the peoples of the world. To meet that 
hunger the economic development programs 
which we are carrying on, both directly and 
through the United Nations, play a vital part. 

It is pertinent to ask how people in Africa 
and Asia, animated by such purposes, compare 
the United States and the Soviet Union in 
their own minds. Six years of association with 
the representatives of Africa and Asia in the 
United Nations convince me that they see the 
difference in some such terms as these: 

“The big difference between the United 
States and the Soviet Union is that the United 
States has shown that man’s material lot can 
be improved without violence, without coer- 
cion, and without sacrificing his civil rights.” 


People in Africa and Asia may have much 
or little or no practice in the techniques of 
multi-party, representative democracy, but 
all of them can understand the brutal lesson 
of the Chinese Communist communes—and 
even the lesson of distant Hungary, as was 
shown in the overwhelming United Nations 
votes on that issue. 

Likewise they can understand the lessons of 
progress in the United States toward justice 
for members of all races. When they read of 
the happenings in Little Rock our country’s 
interests suffered; but when they see pictures 
of children of different races studying peace- 
fully in the same high school in Virginia, they 
give our country credit. 


Humane Ideals Our Greatest Advantage 


It is thus in the realm of humane ideals 
that our greatest advantage over Communism 
lies. Through them we can unite what Com- 
munism seeks to divide. 

We do not need more doctrine. We have 
wonderful doctrines which are as true in the 
age of space exploration as they were in the 
age of the ox cart. We have the Declaration of 
Independence which tells us that ‘“‘all men 
are created equal” and that among the rights 
with which their Creator has endowed them 
are “‘life, liberty and the pursuit of happi- 
ness.’’ We have the words of the Old Testament 
prophet Micah who bids us to “do justice, 
love mercy, and walk humbly with thy God.” 
We have the Christian commandment “thou 
shalt love thy neighbor as thyself.” 

These doctrines are not exclusively American; 
they are universal. They do not need to be 
modernized or codified; they need to be lived 
up to—both at home and abroad. Only as 
we are faithful to them can we succeed in 
the struggles of this century. 
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The B-58 supersonic bomber and the Atlas ICBM are two of the weapon systems which carry our hopes for continued 
military superiority over the Soviets. Prime contractor for both is Convair, a division of the author's corporation. 
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Frank Pace, Jr., has seen virtually every major facet of our 
nation's defense at first hand. His present position, the 
presidency of the nation's largest defense contractor, gives 
him a close range view of industry's opportunities and prob- 
lems in global defense. As an Army officer and later as 
Secretary of the Army, he saw the difficulties faced by our 
armed forces. He learned governmental problems as Director 
of the Bureau of the Budget. 

Mr. Pace joined General Dynamics Corp. in 1953, following 
several years of law practice and public service. In addition 
to his work in Department of the Army and the Bureau of the 
Budget, he served as special assistant to the U.S. Attorney 
General and as executive assistant to the Postmaster 
General. He became President of General Dynamics in 1957. 

Mr. Pace's experience with our international alliances 
includes Chairmanship of the 1950 NATO Defense Ministers’ 
Conference in Brussels and service as a delegate to NATO 
conferences in Ottawa, Canada, and Rome, Italy. 








1 Looks at Global Defense 


. 


r, 











Chairman of the Board, General Dynamics Corp. 


For the West, and especially for us as the 
leader of the West, Global Defense is a test of 
character, and the issue is survival. 

The test is one of character because the 
question is not whether we have the assets to 
cope with a challenge that is truly all embrac- 
ing, which is what the word global means. The 
question is whether we can properly discipline 
ourselves for the proper utilization of our vast 
and remarkable strength. 

The issue is survival because, in a hundred 
restatements and by their acts every day of 
every year, the leaders of the Communist third 
of the world have made it clear that their 
purpose is the destruction of our way of life. 

When we think of this we must remember 
that Communism never has left us a choice. 
The issue always has been survival. It is only 
remarkable that despite the thoughtfulness of 
Mr. Khrushchev and his predecessors in telling 
us what the stakes are, and in making it clear 
they plan to carry the game to us in every area, 
the full meaning of the message seems at times 
to remain imperfectly understood. 

Perhaps this is because events have moved 
very fast, and because some of the decisive 
aspects of the struggle are happening in places 
we are still used to thinking of as being far 
away and unrelated to our daily concerns at 
home. Maybe, too, it is because it is difficult 
to fully understand a change as swift and 
dramatic as the one that has happened in the 
world balance of power. 

Ten years ago we had the security of the 
nuclear monopoly, the greatest military advan- 
tage any nation ever has possessed. At the 
same time we enjoyed a world-wide economic 
superiority which permitted us, and only us, 
to make an essential contribution to the re- 


building of a world economy with the Marshall 
Plan. 


Military Primacy in Jeopardy 

Today, almost overnight, our military pri- 
macy not only is being questioned, it is in 
jeopardy. And in the economic field, where 
our vast success had given us special reason to 
feel even more secure, we find ourselves being 
seriously challenged. 

From U.S. nuclear monopoly to Russian 
hydrogen bombs and sputniks, and from Mar- 
shall Plan to Khrushchev’s commitment of two 
and a half billion dollars of foreign aid, all in 
ten years, is a quick change indeed. Its sig- 
nificance will perhaps be more readily appre- 
ciated if we project this rate of change over 
another ten years and imagine where America 
will be if it continues. 

These military and economic changes are 
not the only ones that compe! our attention as 
we think, as we must, of global defense. There 
is also the rise of Red China. Ruthless, deter- 
mined and purposeful, this breed of Red has 
already demonstrated its understanding of the 
elements of power, its interest in achieving 
these, and its intention of exploiting them once 
acquired. Here again the events of even less 
than ten years have been dramatic. 

These are all changes we know about, but 
they bear emphatic and repeated discussion. 
These are the really important ones that have 
been happening in our world, and by which 
we must chart our course. As they have been 
taking place they have been accompanied, as 
by a distant and regular drumbeat, by another 
great phenomenon. This is the increase in the 
world’s number of mouths to be fed and bodies 
to be clothed. As the grains of sand pass 
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through the hourglass, so too are people 
being added to the earth’s surface. The present 
rate is 5400 per hour. Estimates are that we 
are little more than 40 years away from a 
world population more than two and a half 
times bigger than the one we had in 1950. We 
have but to recall that the majority of the 
world’s people are ill fed, ill clad and ill housed, 
to conjure up the truly grim vision of what 
this multiplication of people can mean. 


Escape from Poverty 


Moreover, the impact of this unequalled 
growth is being compounded by a new and 
powerful stimulant. Most of the earth’s people, 
who have not taken part in the technological 
revolution of Europe and the United States, 
now have suddenly become determined to be 
somebody, to be as good as the best, to escape 
from stagnation and poverty. Millions, and 
even billions, of hands around the world are 
reaching out every day in greater numbers to 
make the product that can be sold for food and 
clothing. The opportunity to eat is the first 
that is sought, but ever closer after is the 
opportunity to manufacture and to have the 
good things of life. This means that keen 
economic competition is in the offing over the 
years ahead. An indication of how this process 
works can be seen in the stiffer competition 
that some foreign made products are giving 
American products in our own market. 


As time goes on more people everywhere will 
be making more things. This is good, for more 
is needed, but for us who have been the leading 
manufacturing nation of the world it will mean 
that the factors of costs, quality, and develop- 
ment of new products will be at a greater 
premium than ever before. Here, too, the 
Russians have entered the contest, and watch 
hopefully for any faltering on our part. 


So, even as we Americans sleep, work and 
play, our world is changing swiftly and in ways 
that are dangerous to us. Used, except in war- 
time, to thinking mostly about problems that 
begin and end at home, we now must think 
in global terms. 


Opportunity for Future Accomplishment 


Fortunately our years of internal growth 
behind the safety, now gone, of two oceans has 
given us the talents and riches required for the 
lead role we must play on the world stage. 
More than this, these years have given to us 
an optimistic, constructive and generous 
people, a point of departure which provides 
for a future of almost undreamed of accom- 


plishment. Our assets include a tradition of 
achievement which has been admired and 
imitated throughout the world. Even in 
Russia, it is our deeds that are labeled as the 
ones to beat. Our system of free enterprise not 
only has proved its capacity to give man more 
by far than any other system, but its corner- 
stone, incentive, has been borrowed by the 
Communists to reward and inspire those they 
consider important to their ends: the scientist, 
the skilled teacher, the military leader, the 
party leader. 

What, then, are some of the things we must 
still do? Many can be mentioned, but here are 
some important ones: 

We must remember that the really great 
issue is survival. 

We must enlarge our capacity for foresight. 
In the past, war has found us surprised and 
unprepared. We would not recover from an- 
other surprise. Our enemies are planners. We 
must think somewhat more in terms of total 
military, political and economic goals and 
purposes and provide for their achievement. 

We must not encourage candidates for po- 
litical leadership to promise the things that 
make happy listening. We must instead require 
them to demonstrate their understanding of 
what our really important national issues are 
and give them our backing when the hard but 
right decision must be made. 

Flexibility Required 

We must be flexible. We have been a suc- 
cessful nation, and this means our principles 
are sound. Our methods of implementing them 
may nevertheless have to be modified to suit 
changing requirements. Certainly the prin- 
ciples established by our founding fathers have 
stood the test of time, but let us remember 
that the institutions that have given life to 
these principles have changed, and are likely 
to require further modification under new and 
more demanding conditions. These changes 
should be approached with an open if careful 
mind. 

Finally, we must remember that the pursuit 
of happiness does not mean that a nation can 
show more interest in its amusements than in 
its education or productivity. Such a nation 
cannot excel, nor, when it is a target for 
destruction, can it endure. 

The new worlds of the atom, the sea and 
space are parts of the bright promise of to- 
morrow for us and all mankind. This promise 
will become fact only if we retain our sense of 
perspective as to what is truly important. This 
is what Global Defense is really about. 








W. Rogers Herod's familiarity with the complexities of 
world economics stems from 30 years’ experience in 
the international marketplace. With the exception of 
two leaves of absence and military service, he has 
been with International General Electric since 1929, 
when he became Assistant to the President of that 
company upon transfer from the parent General Elec- 
tric Company. 

During the first absence from IGE—from 1934 to 
1937—he lived in England, where he was Assistant to 
the Managing Director of Associated Electrical Indus- 
tries, Ltd. 

In 1951, Mr. Herod was Coordinator of Defense Pro- 
duction for NATO, with headquarters in London. His 
duties included formulation of international plans for 
the production of military equipment for NATO forces. 

A native of Indiana and a graduate of Yale Univer- 
sity, Mr. Herod served in the U.S. Army during both 
World Wars | and Il. He joined General Electric in 
1919. After World War Il service with the Material 
Command, U.S. Air Corps, he was named President of 
International General Electric. Since 1952, he has 
served both as a Vice President of General Electric, 
and as President and General Manager of the Com- 
pany's International General Electric Co. Division. 





A world trade expert evaluates Communism’s 


avowed intention to subjugate 


the world through superior industrial performance 


ECONOMIC 


DEFENSE 


by W. Roger s Her od, President, International General Electric Company 


In today’s world, a number of factors 





betoken adjustments and change. There is the 
acceleration of invention and technical ad- 
vance; an “explosion of expectations’ on the 
part of the less privileged peoples; new atti- 
tudes, and a multiplicity of new sovereignties 
now embracing over one quarter of the world’s 
population. Even more significant are the 
sharp differences in Communist and “‘Western’”’ 
ideology. With Communism aggressive, sub- 
versive and predatory, ‘““East-West’’ division, 
tension, and opposition have resulted, with 
jeopardy to peace. In this atmosphere, defense 
is a consideration of major importance. 

By ‘“‘defense’’ we mean warding off or pro- 


tection against any strike or attempt against 
our territory, physical persons or possessions. 
Under modern conditions, we must add at- 
tempts against our freedom, economy or pros- 
perity, liberty of action, ideals, social order 
and way of life. And, any of these elements 
can be jeopardized by distant happenings. 

Though we live “‘not by bread alone,” the 
economic aspects of life are of tremendous 
importance—here we are all involved. And in 
economic defense, industry and business are 
directly concerned, for in 1957 Mr. Khrushchev 
indicated the purposeful sharpening of East- 
West competition when he declaimed to an 
American editor: 
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Wide World 


“‘We declare war upon you... in the 
peaceful field of trade. 

“‘We declare war. We will win over the 
United States. The threat to the United 
States is not the ICBM but in the field 
of peaceful production. 

“‘We are relentless in this and it will 
prove the superiority of our system.” 


Though Mr. Khrushchev’s declaration could 
mean peaceful, stimulating competition, Com- 
munism’s record indicates that it could also 
cloak a hostile objective. Hence, defense 
against an economic offensive of sinister intent 
from the USSR and its associates in the Sino- 
Soviet-Satellite, or SSS Bloc, is an imperative 
problem. ' 

In this connection, we must recognize that 
the SSS Bloc currently constitutes a contiguous 
“heartland”? area, with roughly one-third of 
the world’s population, and perhaps one-sixth 
to one-fifth of the world’s gross product. The 
Bloc’s standard of living is low, with USSR 
Gross National Product per capita about one- 
third of that in the United States. But the 
percentage rate of increase of the USSR’s 
GNP is perhaps twice that of the USA. USSR’s 
1958 steel production (some 60 million tons) 
was larger than that of Germany and Britain 
combined. In steel, electric power and indus- 
trial production, the Soviet Union is second 
only to the USA. Because of their many 
scientists, engineers and technicians, we must 
not minimize the economic dynamism and 


‘In steel, electric power and industrial production, 


capabilities of the USSR and other Bloc 
countries. 

The Bloc’s total exports and imports repre- 
sent some 10% of the corresponding world 
aggregate, but roughly two-thirds of the Bloc’s 
international trade is internal to the Bloc. 
Only about one-third is trade with the rest of 
the world. Bloc trade with the Free World 
hence represents only some 3% of the world’s 
total trade. But, the USSR’s development of 
the atomic and hydrogen bombs, “sputniks’’ 
and planetary missiles, evidences the availa- 
bility of scientists of the highest caliber, with 
imaginative technical dynamism. 


Bloc’s War Potential Advances 


All this means rapid economic growth, 
specialization and autarchy within the Bloc, 
and minimum dependence upon the rest of the 
world. These factors have advanced the Bloc’s 
scientific progress and war potential, and have 
promoted some favorable orientation of others 
toward the USSR and the Bloc. 

The Bloc’s total resources and strength are 
currently far less than the ‘“‘Western’”’ aggre- 
gate. But the degree to which the Bloc’s re- 
sources and strengths can be mobilized for 
specific purposes—through inducement, fear 
and coercion—makes the USSR and the Bloc 
formidable in particular fields, either military 
or economic, to which they may devote their 
attention. 

A sober evaluation of the USSR’s resources, 
standard of living, and access to the Free 
World, would lead to disbelief of Mr. Khrush- 
chev’s boast that by 1970 the USSR would 
have overtaken the USA in production and in 
standard of living. But it would be dangerous 
for us to treat this as idle talk, or to minimize 
the risk of the Bloc’s use of their economic 
capability to further their policy of promoting 
Communist leadership and discomfiting the 
West. 

Although the Bloc’s economic offensive is 
probably only one aspect of Communist 
strategy for advancing their own domestic 
interests and attaining their political objec- 
tives abroad, it has some interesting charac- 
terizations. For example, it has involved: 

1) Specific capital goods and technical as- 
sistance projects undertaken by the USSR, 
such as the Aswan Dam in Egypt and a steel 
mill in India. Projects of irrigation and agri- 
culture have also been undertaken by both 
USSR and China. 

2) Extensive exports, principally by China, 
of low-priced light manufactures—particularly 
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the Soviet Union is second only to the USA” 


textiles, toys, small tools, and ‘‘gadgets’’—to 
Southeast Asia and the East Coast of Africa. 

3) Extension of credits for 10 to 12 years at 
2 to 24%% interest rates on various projects. 
Bloc foreign aid has aggregated some $2% 
billion in the last few years, with. most of it 
going to countries such as Egypt, Syria, India, 
and Afghanistan, which are peripheral or stra- 
tegically important to the Bloc. About two- 
thirds of this aid has been supplied by USSR, 
with the balance coming from other Bloc 
members. 

4) Dumping of tin and aluminum, mostly 
by the USSR, apparently to disorganize 
foreign markets. 

5) Extensive barter or buying of coffee, cot- 
ton, rice, copper, and fish from countries such 
as Brazil, Egypt, Thailand, Chile, and Iceland. 
Some of this trade meets the Bloc’s own de- 
mands, but apparently it has also been used 
to effect commercial and political penetration. 


Partial Economic Justification 


All of these Bloc moves are not inimical to 
Western interests. Most of them are considered 
advantageous by the recipients, and many can 
at least be partially justified by ordinary 
economic forces. A good example of such 





justification is China’s desire to export various 
light goods which it can manufacture, acquir- 
ing foreign exchange to purchase imported 
raw materials for its expanding industry. And 
while we may question the economic validity 
of tea-drinking Russia’s acquisition of Brazilian 
coffee, the USSR’s industrial and military 
establishment has a high copper demand which 
warrants their desire to trade with Chile. 

With such a situation, what should we in 
the ‘“‘West”’ do to defend our economic front? 
We have the advantage of greater economic 
strength and higher standards of living. But 
generally we are customer or market oriented, 
and with few exceptions, we have not as great 
a “sense of dedication” to our system—short 
of its being acutely jeopardized through mili- 
tary action—as the Communists do. 

We also value and hold dear—and properly 
so—certain standards of decency, fair play, 
and the dignity of the individual, as the fruits 
of millenia of Western civilization. But these 
values do not seriously stand in the way of 
Communist Bloc leaders in promoting their 
objectives. For us, morals are ethical guides; 
for USSR leadership, they are said to be defined 
as that which serves Communist purpose. 
Hence we must be on guard. With our inherent 
strengths greater than those of the Commu- 
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wine : \ | y For victory in the economic struggle, Mr. Herod urges: 1) higher GNP 
-_ fiers organization, 5) consistent long-term foreign aid, 6) greater indi- Vid 
, ‘ 
~ _ | oo) nists, our need is to integrate and effectively 
= apply them throughout the Western nations 


with an appropriate sense of dedication. 


A Suggested Action Plan 


Now this economic competition could be 
won or lost on the home fronts. It is not simply 
" { 7 a matter of activities and posture abroad. As 
e have suggestions, on a national basis, to promote 
victory for our side in this engagement: 
1) Let us try to shake ourselves loose from 
the advantag e of “laissez faire,’’ and increase our sense of dedi- 
cation. We should purposefully set about 
“4 strengthening American and ‘‘Western World” 
g rN eate r CCONOMIC S treng th economies by appreciably raising the average 
annual increase in GNP. With more dynamic 
° growth, the resources diverted to military ex- 
and hig he r standards penditures and to necessary defense measures 
may be more easily carried. We will derive 
. +2 33 more satisfaction at home, and such progress 
O f living a will beckon more convincingly to those abroad. 
2) Let us strengthen the integration of the 
‘‘Western World,” so that its strengths and 
resources can be more effectively mobilized. 
Militarily through NATO, SEATO and other 
treaties, a framework has been set. Economi- 
cally, with GATT and the U.S. Reciprocal 
Trade Agreements Act, the OEEC, the Euro- 
pean Monetary Agreement, etc., various in- 
struments are available. Within prudent limi- 
tations of security, we must accept liberalized 
intercourse, particularly among the countries 
of the Free World, and in some respects be- 
tween East and West. As to commerce, let us 
16 advocate such liberalization of trade as we 
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can advantageously have; without resort to 
complete shelter from competition; but recog- 
nizing that, in a defense economy, adequate 
protection must be assured to our economic 
structure which may be subject to emergency 
call. 

3) Let us advocate strengthening—through 
increasing capital commitments—the ‘‘World 
Bank”’ and the International Monetary Fund, 
as agencies which can help in the development 
of Free World economy. 

4) Let our Western governments interna- 
tionally organize to speedily and effectively 
combat dumping and the disorganization of 
markets which may be precipitated by Com- 
munist strategy. We must recognize that Bloc 
countries have attained such an economic 
capability that they can and will trade with 
various Free World countries. Our emphasis 
must be to combat those international eco- 
nomic activities which are inimical to our 
interests, rather than to object to justifiable 
commerce—though the differentiation may be 
difficult. 

5) Let us organize U.S. foreign aid to more 
effectively assist the recipient countries in the 
promotion of worthwhile projects, thereby 
leading them to identify attainment of their 
reasonable aspirations with our principles and 
philosophy, rather than with Communist ide- 
ology or regimentation. To be specific, the 
USA must find some way to appropriate for 
aid projects on more than a single-year basis, 
in order to provide continuity with economy. 





GNP, 2) stronger economic integration of the Western World, 3) increased capital commitments, 4) more effective market 
vidual productivity, and 7) more attention to education. 


6) We must realize that the economic com- 
petition between the East and the West is 
not just a question of dollars. We must each 
work harder, whether we are executives, man- 
agers, professional men or workers, and we 
may have to reorient our goals to better stimu- 
late our economic growth. We must emphasize 
greater input, both qualitatively and quanti- 
tatively, in the scheme of things, in order to 
get quality and costs which will not price us 
out of markets abroad and at home. We must 
exert self discipline, to check those tendencies 
toward inflation which, left to take their 
course, will defeat us more surely than an 
armed enemy. 

7) We in the United States must give more 
attention to education, reorienting ourselves 
to the realization that our success has been 
due to a multiplicity of factors, not alone to 
our virtues. We must give more attention to 
the study of languages, in order to communi- 
cate more effectively with people abroad. We 
must see more correctly and in better per- 
spective where we fit into the world picture. 
And we must recognize that, whereas we have 
much that we can teach, there is also much 
that we can learn abroad. 

Such is our problem and an outline of a 
suggested solution. Governments and peoples 
must participate, and industry must and will, 
I am sure, do its part. Through such a program 
we can increase the dynamism of our own 
country with untold advantage to ourselves 
and the Free World in meeting the Communist 
offensive. 
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John N. Irwin Il has served in the Interna- 
tional Security Affairs Branch of the De- 
partment of Defense for more than two 
years. In 1957 he was appointed Deputy 
Assistant Secretary of Defense (Interna- 
tional Security Affairs), serving in that 
capacity until August, 1958, when he suc- 
ceeded Mansfield D. Sprague as Assistant 
Secretary. 

In his Defense Department assignment, 
Mr. Irwin has worked closely with senior 
officials of both the Defense and State 
Departments, as well as other affected 
government agencies. He has attended sev- 
eral regional pact meetings, including the 
1957 NATO heads of government meeting 
in Paris. At that conference, he served as 
Defense Advisor to the Secretary of State. 

A graduate of Princeton and Oxford Uni- 
versities and Fordham Law School, Mr. Ir- 
win served with the U.S. Army in the Pacific 
from 1941 to 1946. Before his Defense De- 
partment appointment, he was a practicing 
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Integration for Global Defense: 


ROLE OF THE DEFENSE 


by Mr. John N. Irwin, IT, Assistant Secretary of Defense (International Security Affairs) 


United States defense policy rests on the 
principle of collective security. We rely on the 
collective efforts of ourselves and our allies 
to meet the global threat of Communist ag- 
gression. We recognize that the security of the 
United States may be jeopardized by the loss 
of countries far away and of which the average 
American has little knowledge. Collective 
security emphasizes that our world is “one 
world”’ politically, economically and militarily. 

The United Nations resulted from the global 
realization that political interests and actions 
of one country inevitably affect other coun- 
tries. National economic vitality depends today 
on the global interdependence between under- 
developed and industrialized areas of the world, 
and the resulting global trade. The Interna- 
tional Bank for Reconstruction and Develop- 
ment and the International Monetary Fund 
are products of the global intertwining and 
interdependence of fiscal systems. The Organi- 
zation of American States, NATO, SEATO 
and the Baghdad Pact emphasize the global 
nature of United States alliances and military 
commitments. An exploding scientific and tech- 
nological revolution has so developed means of 
communication that any point on the globe is 
readily accessible. The application of science 
to modern weapons poses the problem of na- 


tional security in global terms. 

The United States emerged from World War 
II as the most powerful nation in the world. 
Both the government and the public recognized 
that a shrunken world made a retreat to isola- 
tionism impossible. Two world wars have 
proved that national security can not be sepa- 
rated from world developments, that the global 
tasks of political and economic reconstruction 
require U.S. leadership and resources. 


Western Civilization Challenged 


The emergence of the USSR as a great 
military power and the birth of Communist 
China challenged not only world peace but 
basic assumptions of Western civilization: the 
rights of man, the dignity of the individual. 
The Soviets would smother national inde- 
pendence and individual freedom in their 
march for Communist control of the world. 
We became more and more conscious that if 
we are to maintain freedom at home, we must 
uphold it abroad. 

Life in ‘‘one world”’ and the nature of the 
Communist threat have made it clear that 
countries of the Free World must co-operate 
closely if their common goals are to be achieved. 
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each other for survival, 
pffort reaches prime importance. 
of what’s being done. 


DEPARTMENT 


Wide World 


As former Secretary of State Dulles pointed 
out in a recent address: “‘It is coming more and 
more to be realized that independence which each 
of our nations rightly cherishes, can only be 
preserved by the practice of interdependence.” 


The Free World has moved steadily, perhaps 
inevitably, toward interdependence, but not 
without toil and travail. Old habits, customs 
and anxieties have been hard to overcome. The 
hope of economic gain has sometimes opened 
a path of political danger. Misery and want 
question political systems without much heed 
to the risk of jumping from the frying pan 
into the fire. Much has been accomplished 
toward achieving independence through inter- 
dependence, but a great deal more remains to 
be done. 


Integration, Division of Effort Required 


The practice of interpendence requires inte- 
gration and careful division of effort in political, 
economic and military affairs. The Soviet Bloc 
combines these elements in its strategy. Inter- 
national communism, under Soviet direction, 
seeks one goal—global domination through 
inter-related political, economic and military 
actions. Its agents instigate political strife and 
subversion; they exploit nationalist revolu- 
tions. The Soviets and their satellites, under 
centralized control, expand their influence in 
underdeveloped countries through economic 
penetration. Aggressive and evil use of military 
power has confronted the Free World in Korea, 
Quemoy and Berlin. 

Thus, it has become necessary for the United 
States to integrate its own political, economic 
and military policies. In contrast to the high 
degree of centralized control in the hands of 
the Kremlin leaders, we achieve this integra- 
tion through democratic procedures; proce- 
dures which at times appear frustratingly la- 
borious, but which are necessary to avoid 
undermining the values we are striving to 
defend. 

What is the Department of Defense’s con- 
tribution? 


U.S. Forces Form Principal Deterrent 


The U.S. armed forces are the principal mili- 
tary instrument for maintaining the peace and 
freedom of the Free World. U.S. strategic 
striking forces form the principal deterrent to 
a Soviet resort to aggressive war. Mobile U.S. 
forces deployed around the globe also assist 
free nations in deterring and opposing limited 
aggression. 

In addition to military missions, U.S. forces 
co-operate with other Free World countries by 
other means which contribute to closer rela- 
tionships. U.S. troops overseas are “‘ambassa- 
dors in uniform” who increase mutual under- 
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“Aggressive Soviet action .. . 


standing between the United States and foreign 
countries. U.S. armed forces train foreign 
military personnel in the United States and 
overseas, an activity which furthers mutual 
understanding and common goals. The presence 
of U.S. forces in foreign countries contributes 
substantial economic benefits to their national 
development. 


Allies’ Important Contributions 


While the military backbone of Free World 
alliances is formed by United States forces, our 
allies, assisted by our Military Assistance Pro- 
gram make important contributions to our col- 
lective security. In addition to financial, ma- 
terial and manpower contributions, they make 
available to us important overseas facilities 
basic to the mobile strategic striking power of 
the United States. The Military Assistance 
Program has provided training and equipment, 
including ships, tanks, trucks, aircraft, ammu- 
nition and other articles of war. This aid, in 
addition to providing a real military capability, 
has been tangible proof of United States 
concern for Free World security. 

The principal vehicles for integration of the 
activities of U.S. and allied armed forces are 
the Free World collective security arrange- 
ments which have evolved over the past ten 
years. The Rio Pact, signed in 1947 by 21 
American Republics, resulted more from a 
continuation of collaboration during World 
War II than in response to the Communist 
threat. However, aggressive Soviet actions 
toward Greece, Czechoslovakia and Berlin in 
1947-1948 led directly to the formation of 
NATO in 1949. During the Korean War we 
signed the ANZUS Mutual Security Agreement 
with Australia and New Zealand, Mutual De- 
fense Treaties with the Philippines, Japan and 
Korea, and encouraged the accession of Greece 
and Turkey into NATO. In 1954, we signed a 
mutual defense treaty with the Republic of 
China and were one of the founders of the 
eight-nation SEATO Pact. In 1955 Germany 
entered NATO, and we supported the creation 
of the Baghdad Pact. The Congressional Joint 
Resolution to Promote Peace and Stability in 
the Middle East was passed on March 9, 1957. 
Subsequently, the United States, without join- 
ing, aligned itself closely to the Baghdad Pact. 


led directly to the fc 


Participation in Joint Planning 


In multilateral collective security arrange- 
ments, such as NATO, SEATO and the Bagh- 
dad Pact, Defense Department personnel par- 
ticipate in joint military planning. In co-opera- 
tion with State Department officials, Defense 
personnel participate in joint political, eco- 
nomic and technical planning staffs and 
councils. To implement bilateral security ar- 
rangements U.S. officials are in regular contact 
on all government levels to work out common 
political, economic and military problems. 

Integration of allied military efforts has been 
particularly significant in NATO. Integrated 
NATO commands, composed of international 
staffs, have been established. During peace- 
time, NATO commanders conduct planning 
and maneuvers to assure the readiness of 
national forces assigned to them. In war, they 
will command and lead them as integrated 
forces. 

When the NATO Heads of Government met 
in 1957, they made far-reaching decisions to 
increase NATO co-operation and integration, 
especially in the research and development and 
production of modern weapons. Progress, based 
on the most effective and efficient use of 
national resources, is being made in executing 
these decisions. There has been increased shar- 
ing of scientific and technical information, and 
NATO governments are working closely with 
private industry to pool certain production 
facilities in order to avoid duplication and 
waste. A significant, but as yet inadequate, 
step has been the progress made toward an 
integrated air defense system for NATO 
Europe. 


U.S.-Canada Co-operation 


The necessity to secure the defense of the 
North American continent has resulted in a 
satisfying degree of military co-operation be- 
tween the United States and Canada. It is 
obvious to both Governments that their defense 
must be treated as a single problem. Based on 
a history of close and friendly relations, the 
United States and Canada have established the 
North American Air Defense Command 
(NORAD) to co-ordinate continental air de- 
fense. U.S. and Canadian personnel staff a 
joint headquarters which controls the opera- 





tions of Canadian and U:S. air defense forces. 
The elaborate network of early warning sys- 
tems, interceptor aircraft and ground-to-air 
missiles, which today forms such an essential 
element of continental defense, would be im- 
possible without this close U.S.-Canadian in- 
tegration of effort. 


Careful Integration Vital 


It is vitally important that these Defense 
Department global activities in support of 
Free World defense be carefully integrated 
with other U.S. national security policies. 
Accordingly, Defense Department participates 
in the development of these policies and col- 
laborates closely with other government agen- 
cies in their execution. The principal mecha- 
nism for achieving integration in the formula- 
tion of U.S. national security policies is the 
National Security Council, chaired by the 
President. A comprehensive statement of the 
purposes and activities of the Council was set 
forth in an article by the former Special 
Assistant to the President for National Se- 
curity Affairs, Mr. Robert Cutler, in a previous 
edition of this Quarterly. 

In addition to integration of national security 
policies through the National Security Council 
structure, the Defense Department co-ordinates 
its policies and actions directly with other 
government agencies on a day-to-day basis in 
Washington. These activities may range from 
research and development on new weapons to 
trade control policies, from domestic commer- 
cial policies to political and military negotia- 
tions with foreign governments. In the highly 
important scientific field, the Defense Depart- 
ment benefits from recent steps within the 
executive branch to improve integration of 
national programs, such as the creation of the 
position of Science Adviser to the President 
and of the National Aeronautics and Space 
Agency. Defense officials work closely with 
these agencies to exploit advances in outer 
space exploration and other scientific fields to 
maximum advantage for our national security. 


Defense Personnel in ‘'Partnerships’’ 


Defense Department activities in foreign 
countries are also integrated with other U.S. 
action in those lands. Through the concept 


he formation of NATO in 1949.” 


known as the “country team,’”’ Defense per- 
sonnel overseas work in partnership with 
representatives from other Washington agen- 
cies, such as the State Department and the 
International Co-operation Administration. 
While these representatives all operate accord- 
ing to instructions from their respective 
agencies, their operations are co-ordinated care- 
fully by the U.S. Ambassador in a manner 
best suited to achieve collective security. 

The Defense Department has also been 
making steady progress in organizing its vari- 
ous components in a manner which assures 
that its activities at home and throughout the 
globe are carefully co-ordinated. Unification of 
the military departments into the Department 
of Defense under the National Security Act of 
1947 was designed to further this necessary 
integration. Since its creation, the Defense 
Department organization has continued to 
evolve in a manner directed toward improving 
the integration and efficiency of its far flung 
activities. The Department of Defense Re- 
organization Act of 1958 provides the most 
recent legislative basis for further improve- 
ments in the organization and operation of the 
Department. A recent step toward assuring 
the necessary integration of military activities 
connected with outer space and other advanced 
research projects assigned by the Secretary of 
Defense was the establishment of the Ad- 
vanced Research Projects Agency within the 
Office of the Secretary of Defense. This office 
supervises Army, Navy and Air Force activities 
in this field and places work orders with the 
military departments for specific projects. In 
conducting these activities it maintains close 
liaison with the National Aeronautics and 
Space Agency. 

As the Assistant Secretary of Defense (Inter- 
national Security Affairs), it is my responsi- 
bility to facilitate the integration of Defense 
Department activities in regard to matters of 
foreign affairs. My office serves as a focal point 
for extensive day-to-day Defense Department 
co-operation with the State Department on a 
wide range of international politico-military 
and foreign economic problems. The objective 
is to assure that United States foreign policy 
and defense policy are co-ordinated in a manner 
which maximizes the effectiveness of our 
national security strategy. 
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“The costly . . . problems 
confronting us require 
increased recognition of 
free world interdependence.”’ 





Soviet Capabilities Increasing 


Steadily increasing Soviet Bloc capabilities 
demand that the Free World be alert to every 
opportunity to co-operate in improving its 
capabilities. Increased Soviet Bloc efforts to 
exploit political, social and economic ‘‘revolu- 
tions’ in Asia, Africa and Latin America de- 
mand this increased co-operation of Free World 
countries if their freedom is to be preserved. 

More and more, the United States and other 
Free World countries must find means for com- 
bining and allocating their resources in the 
most effective ways. The costly military and 
economic problems confronting us require in- 
creased recognition of Free World interdepend- 
ence and the need to practice an efficient ‘“‘divi- 
sion of labor.”’ As the leader of the Free World, 
other countries look to us for the leadership 
required to meet today’s challenges. 

The tasks and responsibilities facing the 
United States today call for a major and vital 
role in the U.S. national security programs by 
U.S. private industry. Maintaining modern 
military forces depends upon continuous finan- 
cial, technical and productive growth in Amer- 
ican industry. Through trade, private invest- 
ment and co-operation with government pro- 
grams, U.S. private enterprise can and must 
contribute to the self-development of new 
nations in freedom. Private industry can and 
must support essential defense security pro- 
grams. Private industry is a principal source of 
the skilled manpower required by the Free 
World today. The manner in which private 
industry balances its business interests with 
the requirements for national security will play 
a major part in determining the U.S. capa- 
bility to perform its leading role in the global 
defense effort. 
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Defense Minister Franz Josef Strauss analyzes West German 


defense in response to seven questions posed 


by THE DEFENSE QUARTERLY. 


West Germany’s Role in Free 





Since October, 1956, Franz Josef Strauss has 
been responsible for rebuilding West German 
military forces. Under his direction, the forces of 
The Federal Republic have grown into a potent 
defense organization which makes a significant 
contribution to the collective security forces of 
NATO. 


Mr. Strauss was active in the formation of the 
Christian Socialist Union, the Bavarian affiliate 
of Adenauer's Christian Democratic Union. He is 
a former secretary general of the Bavarian 
party. 

Following two terms in the Bundestag, Mr. 
Strauss became active in the West German 
defense picture in 1953. At that time, he was 
appointed deputy chairman of the West German 
Defense Council. He also served as Minister 
Without Portfolio in the Adenauer cabinet, and 
organized an Advisory Atomic Energy Com- 
mission. 


A native of Munich, Mr. Strauss was educated 
for a career in teaching. He has served as 
councilor to the Bavarian Ministry of the Interior 
and as the American Military Government's 
deputy county director of the Schongau district. 











How do you evaluate the Communist threat 
at this time? 


The leaders of world Communism show 
great skill in the use of psychological, political, 
economic and military means to gain their 
objective—the expansion of the Soviet sphere 
of influence. It is the particular character of 
their imperialistic policy to disguise it ideologi- 
cally. They use alluring baits and blackmail, 
combining outward flexibility with brutal tac- 
tics and bombardments with smiles. While 
constantly stressing that they are ready to 
solve world problems by negotiation, they try 
at the same time to maintain pressure on 
Finland, to create unrest in the Near East, to 
foster continuous tension in the Taiwan Strait 
and to strangle the island of free West Berlin. 
Centrally directed, aggressive world Commu- 
nism adapts its tactics and means with great 
skill to various situations. 


How does this threat affect the Federal 
Republic? 


The line separating East and West runs 
through the center of Germany. The separation 
of Germany and the insular position of Berlin 
are a strong incentive for world Communism 
to make Germany a focal point of continuous 
unrest. The Federal Republic has stopped 
these attempts by joining NATO. The Soviets 
know that the policy of the Federal Govern- 
ment is a strong obstacle to their attempts to 
spread the Communist influence over the 
whole of Europe. NATO demonstrates to the 
Soviets the futility of their attempts to divide 
the nations of the Free World and to under- 
mine or overpower them one by one. 


What is the present status of Germany's 
defense? 


About 200,000 men are in the army, with 
seven divisions assigned to NATO. Another 
two divisions are presently being formed, and 
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formation of an additional two will begin this 
year. 

The air force has five fighter-bomber groups 
and one transport group at present. Two of 
the fighter-bomber groups and the transport 
group have already been assigned to NATO. 
During the current year, some reconnaissance 
squadrons, transport squadrons, and the first 
day-fighter squadrons are to be formed for 
air defense. 

The navy has more than 13 operational 
squadrons with a total of 115 war and 16 
auxiliary craft. Three mine-sweeper squadrons, 
one speed boat squadron, and one destroyer 
have been assigned to NATO. 


How does Western Germany. provide for 
adequate defense without over-exerting her 
national economy? 


Since the inception of the army, it has been 
an important problem for the Federal Govern- 





Herr Strauss observes German troops participating in recent maneuvers. 
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From Denmark to Switzerland, the Federal Republic forms 
Western Evrope’s frontier against the iron curtain. 
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... peace in Europe is no longer a question 


ment to establish a sound ratio between ex- 
penses for defense and the capacity of the 
economy. The solution of this problem has 
been extremely difficult because the great de- 
struction brought about in Germany by Hitler’s 
adventure, combined with the post-war divi- 
sion of the country, required extraordinary 
efforts for the establishment of a sound 
economy. 

Every year, hundreds of thousands of 
escapees still take refuge in the Federal Re- 
public. The assistance granted by the USA 
gave the German economy a good start, and 
I should add that the sacrifices of the American 
taxpayer have not been in vain. In view of 
the great expenditures for social services and 
the considerable amounts necessary to main- 
tain a free Berlin, the increasing armament 
cost could be met—without upsetting the 
national economy—only through the expan- 
sive tendency of the economy. 

All steps taken by the Federal Government 
were guided by the principle of establishing 
and maintaining a sound currency. This 
economic policy was called ‘“‘social market 
economy.” The basic principle was to stimu- 
late free enterprise to the fullest extent. 

Due to the special economic situation of the 
Federal Republic, it was clear from the be- 
ginning that a considerable part of any arma- 
ment purchases would have to be made abroad. 
During the last year, more than 50% of the 
orders of the defense establishment have, there- 
fore, been placed abroad. 


Would you elaborate on the connection be- 
tween a strong economy and effective de- 
fense efforts? 


From a purely economic viewpoint, arma- 
ment expenditures are unproductive. But 
economic and political considerations cannot 
be separated. Since a sound economy can only 
be established if the general policy creates the 
proper external conditions, security efforts 
must be appropriately balanced with efforts 
for the general welfare of a country. Armament 
policy cannot be oblivious of the people’s de- 
sire for a high standard of living. 

The times are past when a comparatively 
small country, such as the Federal Republic, 


This thriving Ruhr Valley factory typifies the vitality 
of West Germany’s economy—a factor which con- 
tributes heavily to the Federal Republic’s growing 
defense capability. 
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could provide for its armament alone, without 
over-expanding its economic capacity. From 
the very beginning, the Federal Government, 
therefore, has put the greatest possible em- 
phasis upon a close collaboration with the 
nations of the Free World. 

This does not mean that Germany tries to 
take advantage of the efforts of other nations 
—on the contrary, she is willing to carry a 
fair share of the common effort of the Free 
World. Such an attitude will be understood 
only if it is taken into consideration that, both 
economically and militarily, the Federal Re- 
public is no longer in a position to provide for 
her defense all by herself. 

The armament policy of the Federal Re- 
public therefore is clearly an expression of her 
foreign policy. The community of the free 
nations has an economic potential which com- 
pares well with that of the East, and makes 
possible great efforts for defense. 


Would you give us some examples of where 
a threat was met with force and where this 
has helped to maintain peace in Europe? 


Historians of the future probably will con- 
sider the establishment of the NATO defense 
system as the most important factor for main- 
taining peace in Europe. NATO was not 
created to solve the political problems of 
Europe, but it has clearly demonstrated to 
Moscow that the Soviet “‘slicing-up’”’ tactics 
could not succeed there. The firm attitude 
shown today by NATO saved the peace even 


of defending Europe alone.” 


in 1948/49 during the Soviet blockade of 
Berlin. 

But peace in Europe is no longer a question 
of defending Europe alone. Since crises outside 
Europe can more or less affect Europe’s 
security, peace in Europe must be maintained 
—as it has been maintained over the last 10 
years—by a wise and firm policy in all parts 
of the world. 


How can the Western World best provide for 
adequate defense and avoid relaxation of 
the watch against the Communist threat? 


Our policies are not governed by wishful 
thinking, but by the hard fact that the Soviet 
Union has refused to participate in a controlled 
general disarmament. At present, the Soviet 
Union does not show any intention of elimi- 
nating the causes for the tensions created or 
artificially maintained by her aggressive poli- 
cies. The division of Germany is a case in point. 

On the contrary, the Soviet Union has armed 
her occupation forces in Europe with tactical 
nuclear weapons, and is establishing bases for 
intermediate range ballistic missiles in various 
East European countries. In view of this situ- 
ation, peace and freedom can be maintained 
only if the entire world is convinced of the 
West’s willingness and ability to defend itself. 
To counteract any dangers, the policy must be 
sufficiently flexible to react to pressure and 
threats by the enemy. Supplying NATO with 
tactical multipurpose weapons will contribute 
to such a policy. 
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and World Security 


by Pierre Lucien Jean Guillaumat 
Minister of Defense, Republic of France 


France’s aspirations and obligations in the 
Free World defense picture, as seen by her 
leading defense authority. 


Since the end of World War II it has become 
evident that antagonism between the Western 
and Communist worlds generates defense prob- 
lems which are world-wide in scope. The Free 
World, confronted with a single threat, must 
maintain a defense which shows the same unity. 

Original organization of unified Free World 
defense was based on two fundamental assump- 
tions: 

First: that the Communist threat was essen- 
tially a military one, and 

Second: that simultaneous military and po- 
litical programs could be adapted to three key 
areas—Europe, the Middle East, and the 
Asiatic Southeast. 

The European area, threatened by a direct 
Soviet thrust, was covered by the North 
Atlantic Treaty Organization. Defense organi- 
zation and strategy formulated under this 
treaty were fundamentally of Continental 
inspiration. 

In the Middle East, we have seen a prime 
example of a poor defense system. The western 
nations—Germany, Italy, France, Great Brit- 
ain—have been successively eliminated from 
that area, partially because of their disunion. 

Under the terms of the Southeast Asia 
Treaty Organization, a group of peripheral 
bases have been established in the Asiatic 
Southeast. Properly equipped for rapid inter- 
vention, these bases represent a means of 
engaging any aggressor force in the area. 


Because of her European location and her commit- 
ments in Africa, France finds herself in a position of 
strategic importance on two continents. France is 
also a member of the SEATO pact. 














The number one man in France's defense picture, 
Pierre Lucien Jean Guillaumat, is thoroughly 
experienced in both the foreign and domestic 
affairs of his nation. 

The son of a general, Mr. Guillaumat is a 
graduate mining engineer. 

His government career includes service as 
head of the Department of Mines in both Indo- 
china and Tunisia. These overseas mining assign- 
ments occupied him from 1934 until 1943. Follow- 
ing army service in 1943-44, Mr. Guillaumat 
became Director of Fuel Supply, a position 
which he held until 1951. He has also served on 
the Administrative Councils for the Bureau of 
Mines for non-Metropolitan France and the 
French Electrical Industry, and as General 
Manager and Government Delegate to the 
Atomic Energy Commissariat. He was named 
Minister of Armed Forces in June, 1958. 








It has become clear in the course of the 
very recent years: 

A. That while the Communist threat, as 
expected, has been a military one, it has ex- 
pressed itself in other important ways. Its 
ideological and economic aspects have been 
obvious in the underdeveloped countries of 
Asia and Africa and even some of the Americas. 

B. That the greatest danger of a direct 
Soviet thrust has also shifted. Because inade- 
quate defense structures made the Middle East 
a more attractive target, Communist attention 
apparently moved from Europe to that area. 
As a result, North Africa, Dark Africa and the 
Southern Hemisphere found themselves threat- 
ened, with the vital oil resources of the Middle 
East directly exposed. 

C. That the shattering scientific evolution 
and the increasing complexity of weapons have 
made the costs of modern defense a tremendous 
economic burden. 


Free World Must Adapt Itself 


In order to survive, the Free World must 
now adapt itself to these new and changing 
requirements. 

The Free World needs an organization which 
will enable it to react victoriously in the ideo- 
logical battles which are constantly being 
fought through the radio and the press. Under 
present conditions the West, with right on its 





side, all too often is made to appear guilty. 

Another Free World obligation is the formu- 
lation of a broad economic aid plan for assist- 
ance to underdeveloped countries. This step is 
necessary to protect such countries from Soviet 
economic conquest, which would eventually 
bring them to satellization. 

And, it is necessary that the Free World 
continuously readjust its defense in order to 
counter any new threats as well as foreseeable 
Communist infiltrations. 

It therefore behooves the Free World to pool 
both technical resources and production facili- 
ties in order to avoid squandering of financial 
resources and duplication of research efforts. 
As a further step, the Free World must estab- 
lish a common policy of purchases, outlets and 
investments. Such a policy would enable us to 
better resist the attacks which a state-con- 
trolled regime can easily launch against a free 
economy. 


France’s Position 


What is the position of France within this 
framework of world security? 

France is probably the western nation which 
has been—and still is—most deeply engaged 
in the ideological struggle between East and 
West. On several occasions, such as the Indo- 
china hostilities, this struggle has manifested 
itself through subversive conflict. Prompt 
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“If the Free World 
wishes to survive, 
it must prepare 
its future better 


than it now does.”’ 


western action in such conflicts has enabled 
South Korea, Laos, Cambodia, and the greater 
part of Viet-Nam to withstand the Communist 
onslaught. 

Another French obligation has been that of 
assuring equitable development of its overseas 
protectorates while saving them from the 
Communist contagion. In this connection, 
France has permitted the access to independ- 
ence of such territories as Tunisia, Morroco 
and Guiana. Other African states, confronted 
with the option of independence, have elected 
to remain within the French community. 

A considerable amount of French economic 
and technical assistance has gone into a pro- 
gram of aid—both economic and social—to 
under-equipped countries. France intends to 
continue its participation in this program. 

A part of this assistance effort, the exploita- 
tion of Sahara resources, is expected to be of 
continuing benefit to the nations in that area. 
Sahara development should also enable the 
West to overcome any sudden deficiency in 
Mid-East oil. 


Top Priority to Europe 


As demonstrated by its policy in the Berlin 
crisis, France gives top military importance to 


the European area and to NATO. But faced 
as she is with the Soviet thrust into Africa, 
France cannot abandon the weaker nations 
there. It is in this spirit that France is obli- 
gated to defend, against any outside threat, 
the African community now being born. The 
Paris-Brazzaville axis, extending across the 
Mediterranean and through Algiers, is con- 
sidered essential to Free World defense and to 
the implementation of France’s national re- 
sponsibilities. 

Therefore, France is acutely aware of the 
threat which weighs on Algeria. We know the 
totalitarian character of our adversary there, 
the state of terror he would establish, and the 
regression that Soviet victory would represent 
for the Algerian population. And, France is 
aware of the tragic consequences which break- 
ing of the Europe-Africa north-south axis 
would have for the French Community, for 
North Africa, and for the West. 


France’s obligations as a great nation are 
vested on her through national responsibilities 
both within and outside NATO. To fulfill these 
obligations we have, for years, exerted an 
intense military effort for complete, modern 
military equipment. France is undertaking a 
long-term program which permits her to reno- 
vate her armed forces and discharge her obliga- 
tions. 


France in the Vanguard 


Thus, it appears that today, more than ever, 
France is in the vanguard of the defense of the 
Free World and Western civilization. She is 
waging a fight in the military as well as the 
ideological and economic fields. France feels 
that, by continuing such action, she is truly 
fulfilling her obligation as a great western 
nation. 


France devoutly wishes to be understood 
and aided by the entire Western World. We 
hope that Free World unity of views and of 
action will manifest itself in face of an adver- 
sary who is trying to divide us. 

It appears indispensable to France that she 
be morally approved and technically aided 
and that the defense be more justly adapted 
to the threat. If the Free World wishes to 
survive it must prepare its future better than 
it now does. We must cultivate a more exact 
vision of the realities, along with a broader 
anticipation of future problems and their 
solutions. 
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Richard P. Cooke has been a WALL STREET JOURNAL 
staff member for more than 30 years. He began his 
journalistic career by joining the JOURNAL im- 
mediately after his graduation from Princeton 
University in 1927. 

His early assignments included several vital 
phases of U.S. heavy industry—steel, machine 
tools, railroad equipment, etc. In 1943, Mr. Cooke 
became the JOURNAL's Aviation Editor, and shortly 
thereafter was named Transportation Editor. In the 
latter capacity, he has supervisory responsibility 
for all coverage of the transportation industry. 

Mr. Cooke's aviation assignments have resulted 
in European trips where he conducted first-hand 
observation of Continental state-of-the-art, as well 
as discussions with aircraft manufacturers and 
government officials. 

A versatile newsman, Mr. Cooke satisfies a long- 
standing interest in theater and ballet by ‘‘chang- 
ing hats’ at night to become the JOURNAL 's first- 
string drama critic. 











U.S. INDUSTRY 


AND GLOBAL DEFENSE 


by Richard P. Cooke, Aviation and Transportation Editor, WALL STREET JOURNAL 


A widely known journalist views the techno- 
logical responsibility which American in- 
dustry must shoulder if the Free World is to 
continue its military and economic advantage. 





Whether the West’s global defense technique 
swings toward space, burrows into underground 
caverns or explores the submarine depths, one 
thing is certain: it is U.S. industry which 
must provide the bulk of the powerful and 
complex new weapons of the future. 

A visit to Europe and England these days 
soon convinces the observer that the North 
Atlantic Treaty Organization (NATO) coun- 
tries simply do not have the resources to de- 
velop the intricate weapons systems. . . which 
include ground support and “‘environment”’ as 
well as the planes or missiles themselves .. . 
which global defense demands. 

The French are constructing about 100 
Mystere jet fighters, and in Italy a NATO 
light-weight fighter is being built and some 
British fighters are being used. But American- 
designed jet planes and missiles dominate the 
Continental scene. West Germany, which has 
been debating for several years just how to 
re-enter defense production, has just chosen 
an American-designed jet fighter as its principle 
weapon, by-passing British and French equip- 
ment. 


















“.. the only thing 
which is permanent 
in defense 
is change.”’ 


Wide World American tactical missiles in overseas positions bolster Free World Defense. 





England has some jet fighters and bombers 
of its own, but there is an important comple- 
ment of American equipment based on the 
British Isles. It is significant that despite the 
progress Britain has made in developing mis- 
siles, it is the U.S.-created Thor intermediate 
range ballistic missile which is soon to become 
the most potent weapon in Britain. Construc- 
tion of Thor bases is now proceeding. 

Although it is true that the NATO countries 
are now contributing more to the over-all 
Western defense than a few years ago, there is 
little indication that their basic dependence on 
U.S. technology will diminish. In fact, an 
increasing number of U.S. companies are 
licensing NATO countries to produce Ameri- 
can-designed equipment. There is but a token 
movement of technology in the other directions. 

There is another reason, in addition to lack 
of economic strength, why our NATO allies 
will probably continue to depend on USS. 
industry: Western Europe thinks largely in 
terms of “‘limited”’ warfare which demands de- 
fensive weapons of comparatively short range. 
The immediate concern of Allied commanders 
is to prevent border incidents from flaring into 
full-scale conflict. Defense rather than retalia- 
tory offense is their concern. They are tactical 
rather than strategic thinkers. 


Initiative in Global Strategy 


The global approach has thus become the 
responsibility of American industry and our 
military and political leaders. But the initiative 
in global strategy of necessity must rest with 
the State Department and the Pentagon rather 












































































than in corporate offices. How complex and 
difficult is the task of arming Western Europe 
is illustrated by the trouble our military people 
are having trying to persuade our Continental 
allies just to accept intermediate range ballistic 
missiles. The French can’t seem to make up 
their minds whether they want them at all on 
their soil. And such countries as Turkey have 
to rely almost 100% on U.S. weapons. 

There is, of course, a deep-seated and genuine 
reluctance on the part of many European 
political leaders to install advanced retaliatory 
weapons in their countries lest the Soviets be 
goaded into preventive action. It is argued by 
some observers that the Soviet’s tough stand 
over Berlin has been influenced by the immi- 
nent re-arming of West Germany, in which the 
use of American jet fighters is a major factor. 

Obtaining agreement among our Allies on 
almost any phase of the new weaponry is tough. 
Although it appears to be generally agreed in 
Europe that a solid-fuel ballistic missile would 
be a valuable addition to the West’s arsenal 
because of its “‘always-ready”’ characteristics, 
there is wide divergence of opinion as to what 
range such a missile should have. Some coun- 
tries think 700 to 800 miles would be enough. 
Others want a 2,000-mile weapon. Until argu- 
ments such as these are settled, American 
diplomatic and military authorities cannot 
instruct U.S. industry how to proceed to help 
in the arming of Europe. 

Although the big decisions rest with the 
governments rather than with the people who 
build planes, missiles and atomic submarines, 
there are some important things industry can 
do to further our global defense effort. 

First and foremost is the attainment of a 
certain state of mind which is absolutely essen- 
tial to a company in the business of designing 
weapons systems or their important compo- 
nents if it is to continue very long in the field. 
This state of mind is one based on the premise 
that no national or global defense posture is 
permanent and that the only thing which is 
permanent in defense is change. 


Improving ‘‘State of the Art’’ 


This realization, of course, requires any first- 
rank company to apply itself continually to 
improving the “state of the art” in its field, 
whether it be propulsion, chemistry, electronics 
or aerodynamics. It must be thinking not just 
about the next model of its black box or 
rocket engine, but a couple of models and at 
least a decade ahead. 

One of the best ways for a company to pre- 
pare for this objective is to set up technical 
study groups in co-operation with universities, 
or under its own auspices. Several leading 
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... genius for mobilization must be replaced 


by a capacity for foresight.” 


defense corporations have already done so, but 
there is room for a lot more of this sort of 
endeavor. 

These ‘“‘think’”’ groups, of course, must not 
be relied on to the exclusion of practical work 
at the engineering level, where findings of 
advanced thinkers can be translated into 
experimental hardware. Corporations, quite 
naturally, will seek government contracts to fi- 
nance as much of their military research and 
development as possible, but lack of such 
direct government support should not deter 
company managements from going ahead on 
their own to create new techniques and 
products. 

In this regard, it’s well to remember that 
contributions made by private industry to 
space technology also have a bearing on global 
defense. Despite the understandable attempt 
of government to separate military from scien- 
tific spacemanship, no one is naive enough to 
believe that things learned from “‘purely scien- 
tific’’ experience will long be left unapplied to 
our military drive to dominate space or at least 
hold our own there. And, of course, military 
know-how is freely applied to “‘scientific’’ space 
projects. 

Another thing to keep constantly in mind is 
that if there is a war it will be a quick one. 
There is little sense in diluting available corpo- 
rate energy in building up and holding in 
readiness a defense mobilization base of the 
sort which brought victory in World War II. 
The traditional U.S. genius for mobilization 
must be replaced by a capacity for foresight. 

On the other side of the fence, there are some 
things which government can do for industry, 
in addition to awarding contracts for produc- 
tion or development and research. The most 
obvious one is a governmental policy which 
permits defense companies to earn enough 


money to carry on their own research and 
development. As a variation on this theme, 
legislation has recently been proposed in Con- 
gress to provide a tax credit for expenditures 
by industry for basic research and develop- 
ment. The measure also would make tax con- 
cessions for contributions to universities or 
other non-profit organizations in the scientific 
research field. This particular measure may not 
have all the answers but it is a type of approach 
which could go far to help industry fulfill its 
obligations. 


Use of Soviet Technical Data 


But there is something else the government 
could do to help industry, and it involves little 
expenditure of money. It is the opinion of a 
number of leading scientists that the United 
States, in its arms and economic contest with 
Russia, is not by any means making full use 
of Russian technical literature. It is claimed 
that when translations are made (and not 
enough of the voluminous supply of such papers 
are being translated) our Pentagon authorities 
quickly place them under secrecy wraps. In 
other words, a vast lode of technical informa- 
tion from behind the Iron Curtain is not being 
fully mined. 

Could these scientific papers—readily avail- 
able if they are sought out—be translated and 
widely distributed among industry, scientists, 
and engineers, it might help us better to 
evaluate our progress and to judge just what 
“gaps” between us and Russia need to be 
closed. On the other hand, the evidence indi- 
cates that the Soviets are making just about 
full use of Western scientific literature. 

Few people today remain in the ivory tower 
where American scientific and intellectual su- 
periority went unquestioned. If we can learn 
from our antagonists, let us by all means do so. 





Honorary President of the International Cham- 
ber of Commerce and former Chief of the 
Bureau of Industries, War Production Board. 
Mr. Reed stated: ‘‘I think we sometimes forget 
the true value of the advantage we possess in 
having almost innumerable decentralized points 
of investment, initiative and decision—with 


(continued from page 3) 


literally millions of management teams con- 
stantly competing for the good will and 
patronage of King Customer.” 

Contrasting this picture with the USSR 
where he recently conducted three weeks in- 
tensive study, Mr. Reed observes, “‘Russia’s 
economic system is not socialistic in the classic 
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sense of ‘from each according to his ability, 
to each according to his need.’ It is a perfect 
example of state capitalism. Russia is a tough, 
capitalistic state in which the government is 
the sole share owner of all enterprise, and the 
sole source of all investment capital. 


“The administrative task of running the 
Russian government is so colossal as almost to 
defy imagination. One thing, however, the 
Soviet government understands very well, and 
that is the importance of incentives in getting 
things done—incentives measured both in 
money and in personal prestige. It provides 
them at all levels. Individual bonuses up to 
100% of base pay are awarded on a monthly 
basis for individual performance against a pre- 
set target. There are also bonuses for sugges- 
tions just as we have them here. In addition, 
there are worker-group and over-all project 
bonuses for accomplishment of well-defined 
objectives embracing time, quantity and qual- 
ity. 

“The Russian government is acutely con- 
scious of the importance of worker incentives 
and has developed them far beyond anything 
I have seen in this country. These incentives, 
together with rallies and pep meetings, have 
accustomed the people to hard work and 
pride in their accomplishments. On the whole 
they appeared to be effective. 


“Thus Russia’s system of state capitalism 
provides keen competition between individual 
workers and groups of workers for better pay, 
promotion and prestige through superior per- 
formance. Russia’s system differs from our 
own form of capitalism in one fundamental 
respect. What is completely lacking in the 
Russian system is entrepreneurial opportunity 
and incentive. There being but one entrepreneur, 
the state, the urge and opportunity for the 
individual to venture, to invest, to create new 
enterprises, is entirely lacking. This means, 
of course, that entrepreneurial competition is 
also non-existent. 


“On the rock of this basic deficiency, I 
predict, the Russian drive for economic pre- 
eminence will ultimately founder. The dynamic, 
kaleidoscopic quality of our kind of capitalism 
—free competitive enterprise—in which liter- 
ally millions of management teams are ever- 
lastingly searching and researching for knowl- 
edge and ideas that will permit them to enter 
the marketplace with new products, improved 
old products and better values, just cannot be 
matched in the long run by a system which 
delegates exclusive responsibility for creative, 





progressive thinking to one management team 
for each product line. 

‘But for this single basic difference between 
our system and the Soviet’s, I would be deeply 
doubtful of our capacity to maintain, over the 
years, our leadership in economic power and 
capacity to produce. This is not to say that, 
even with our present substantial leadership, 
we do not have need for the closest kind of 
surveillance over Russia’s plans and actions. 
Her ability to withhold consumer goods from 
her people and to concentrate her productive 
strength wherever she will—the Sputniks 
being but one example—presents sobering 
and continuing hazards that we can ill afford 
to ignore. 

“This is why I place such enormous im- 
portance on our preserving and protecting that 
greatest of all American possessions, our sys- 
tem of private capital and free competitive 
enterprise—in a word, our People’s Capitalism. 
This is why I shudder for the future when, 
perhaps unthinkingly, we do or urge the doing 
of things that move us toward state capitalism 
and thus narrow our advantage over the com- 
munists. This is precisely what is happening 
when, for example: 

e We concentrate more and more economic 
power and control in our Federal Government; 

e We limit, or obstruct, through feather- 
bedding or other union-imposed restrictions, an 
ever-increasing productivity of our people; 

e We force free men to join a union regard- 
less of their wishes, or face discharge from 
their jobs; 

e In government procurement, we sacrifice 
billions of potential savings because the govern- 
ment is unwilling or unable to give contractors 
a positive monetary incentive to reduce costs 
through better designs and more efficient 
manufacturing methods. 

“Unhappily, this list could be expanded con- 
siderably, but I hope I have given enough 
examples to drive home this fundamental 
point: The very future of America depends 
on our maintaining and strengthening the 
system of incentives—worker incentives, man- 
ager incentives, and entrepreneurial incentives 
—which has made us supreme and which now 
stands between us and the communist world.” 

If successful global defense is a two-fold job 
—namely, to organize effectively the Free 
World’s many institutions, and to energize 
those institutions through application of free- 
dom and free-enterprise principles—the ques- 
tion then becomes: are we doing enough on 
both counts to win? 
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